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New Frontiers for the Accountant
By LILLIAN CLAY CUNDIFF, C.P.A.
Magnolia, Arkansas

In a constantly changing world, there are
always new frontiers. Some of the situations
responsible for a particular frontier may not
be new, but the frontier itself is new until a
satisfactory settlement has been made. Three
such frontiers might be considered as “New
Frontiers for the Accountant.” These embody
you and your relation to education, you and
your relation to clients, and you and your re
lation to state and federal agencies.
In discussing education with accountants, the
following excerpts from a paper presented by
Dr. Earl J. McGrath before the 70th annual
meeting of the American Institute of Certified
Public Accountants points up the matter:
“. . . I have been aware that most of those
who will consider these proposals are not fulltime, or even part-time, teachers of accounting.
The fact is, however, that they can, and should,
exert influence on general policies in the in
stitutions which prepare their future colleagues
and eventual successors.” In this subtle man
ner, he placed the responsibility for education
where it belongs—on all members of the pro
fession.
The frontier in education exists at two levels
—college and high school. It is apparent from
the emphasis today on electronic equipment
and data-processing systems that present cur
riculums in large universities and small col
leges must be modified to give students train
ing in this area. Accounting conferences fre
quently discuss the problems presented by the
introduction of electronic equipment, but so
far no universal modification has been made in
the field of education to alleviate these prob
lems. It is possible to visualize a situation in
which majors in accounting will be available
in industrial accounting and public accounting
in large and small colleges alike.
The major in industrial accounting would
be a combination of accounting and engineer
ing courses to the extent that they contribute
to an understanding of electronic equipment.
This major could be developed in much the
same way as the industrial management de
gree, which is a combination of business and
engineering courses. Before this major can
be inaugurated, however, the accounting fac
ulty must be educated in electronic data proc
essing. Machine manufacturers provide appro
priate courses and demonstrations, and the
literature in this field is expanding almost
daily.

The next step in incorporating such a major
program would be the acquisition of machines.
According to W. Rogers Hammond, Associate
Dean, School of Business Administration, Geor
gia State College of Business Administration,
the expense of acquiring and maintaining the
machines would be about $100,000 a year under
good conditions. Victor Lota of New Orleans
Public Service, Inc., revealed another plan of
many of the leading universities—installing
large scale computers for research and use by
industry on a service bureau basis. Presum
ably, a limited amount of training would be
available to students on these computers.
In the major in public accountancy the
principal change will occur in the field of
auditing. The auditing function will still be
performed: it will still be the auditor’s duty to
subject his client’s records to a critical analysis
for the purpose of providing or testing their
accuracy, truth, and authenticity. The material
changes inherent in electronic accounting are
the form in which books and records will be
kept and the methods of internal control and
audit. With a basic knowledge of program
ming to enable him to attack the problems of
better internal control and audit, and with a
basic knowledge of panel control operation to
satisfy him that the machines are correctly
handling the diversified transactions he wishes
to test; the public accountant will be assured
that he has a means of working back from
ultimate entry to supporting document. Again,
the college accounting faculty must assume the
added responsibility of making these basic
knowledges available to the students.
Surely, all of you are familiar with the
report of the American Institute’s Commission
on Standards of Education and Experience.
Stated generally, the report stressed the need
of an extensive background in general culture,
an understanding in business administration
and economics, and more training in the tech
nical accounting field. To provide for the in
crease in accounting training, a professional
program in addition to the standard four-year
curriculum was suggested.
Even before the use of electronic equip
ment. became practical, thus changing educa
tional requirements to a certain extent, many
felt that the four-year accounting program
was inadequate. Essentially, there were two
arguments advanced for a five-year program:

Most colleges and universities administer
tests to entering freshmen to determine their
level of accomplishment in English, mathe
matics, the sciences, and other areas. If the
test results are satisfactory, they are permitted
to enroll in courses for college credit; if they
are not, they may be required to take reme
dial courses which offer no credit.
The American Institute of Certified Public
Accountants has made a definite contribution
through its College Accounting Testing Pro
gram. Through its direction two tests are
offered: the orientation test and the achieve
ment test. The orientation test is an aptitude
test to be administered to beginning account
ing students. The achievement tests measure
the attainment of college accounting students
at two levels. Achievement Test, Level I,
designed for use at the end of the first year
of accounting, is also suitable for second and
third-year students. Achievement Test, Level
II is planned especially for college seniors.
Since these two tests have proved to be so
worthy, would it not be possible to prepare
a test in bookkeeping or accounting to deter
mine if a student has sufficient knowledge to
enroll in intermediate accounting or other ad
vanced accounting courses? If such a test could
be prepared and if the results showed that
high school bookkeeping courses offered essen
tially the same background as a college ac
counting course, then a whole year’s work in
accounting could be eliminated from the col
lege accounting curriculum.
The immediate reaction of some will be that
it is impossible to teach in a high school book
keeping course what is taught in a college
accounting course. But when you consider that
high school classes meet five hours a week in
comparison to four or five hours a week in
college accounting courses, this may not be
so unrealistic. It should be possible to teach
just as much during these five hours as is
done in college.
It may be said: “High school students are
so much younger.” Yes, they are younger—a
year or two. However, intelligence tests indi
cate that mental maturity is acquired nor
mally at the age of sixteen. If that be the
case, then high school seniors should do as
well as college freshmen or sophomores.
Another thought will be concerned with
the heterogeneity of a high school bookkeep
ing class. Presumably, the brighter students
continue their education by attending college,
whereas a high school education is for the
masses. This would lead to the conclusion that
a high school bookkeeping course could not
substitute for a college accounting course.
Remember, though, that bookkeeping is an
elective course in high school. Regardless of
whether the purpose of such a course is for

first, by examining the percentages of suc
cess on comparable examinations given to
graduates of other professions with the per
centage of success on the CPA examination,
the accounting program appeared to be grossly
inadequate; second, accountancy is one of the
few professions that still requires only four
years of training.
Perhaps the development of electronic
equipment is a blessing in disguise to educa
tion. When a change becomes inevitable, the
chances of getting a satisfactory program
adopted under the guise of the “inevitable
change” are much greater than if the change is
desirable but not necessarily inevitable.
There may be a way to conserve time spent
by the accounting student to obtain his edu
cation. A majority of the high schools in the
United States offer a course in bookkeeping,
normally in the senior year. What is the pur
pose of these courses? Do they offer vocational
opportunities to the students? Can they acquire
and hold a job with the training they get in
these courses? Do they offer a foundation for
students who plan to major in accountancy in
college?
A survey of the certification requirements
for teaching bookkeeping in the high schools
of various states representative of a cross
section of the nation showed that no state re
quired less than five semester hours nor more
than ten semester hours of college accounting.
It does not follow that the high school book
keeping teachers have not had more college
credits in accounting, but it does reveal that
the states consider that this is all the educa
tion that is required in order to teach the
contents of a high school bookkeeping course.
Each year hundreds of students complete
six hours of college accounting, and it may
well be eight hours if the beginning course
carries four hours each semester, and are thus
qualified to teach bookkeeping in high school.
How have they received adequate instruction
in theory in a year’s time to make bookkeep
ing meaningful either from a vocational stand
point or as a college foundation course?
It is probably difficult to evaluate the voca
tional potential of a high school bookkeeping
course. Where there is a limited amount of
accounting involved, it may be of value. But
even then it is a matter of comparing the con
tribution made by classroom instruction with
on-the-job training.
A quick look at current college bulletins
will show if high school bookkeeping courses
serve as a foundation course for college ac
counting. All college students take the first
course in accounting, regardless of the high
school credits they have in bookkeeping. Does
this have to be the situation?
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Those of you who have positions in industry
or have only large businesses as clients will
not be concerned with this frontier because
they have staff attorneys whose job it is to
familiarize the management with a working
knowledge of business law. But those of
you who have clients who engage attorneys
only when needed or who are paying retainers,
may find that you have neglected your duty
to your clients.
It can be assumed that you have made the
necessary explanations to your clients about
the various accounting processes—why he
needs to keep all invoices, why he needs to
deposit cash intact, and on and on. However,
that is not the extent of your job; you need to
inform your clients with an everyday knowl
edge of business law. It is possible that he is
not familiar with qualified and restrictive in
dorsements. He may not know the Statute of
Limitations in the state in which he is operat
ing. None of these things, nor hundreds like
them, would take you more than five minutes
to explain to your clients, and it may mean
an actual saving in dollars and cents.
A reference to an actual situation which
occurred recently might better substantiate
this point. In this particular case, the client
operates in a state that requires the payment
of a three per cent sales tax on gross receipts.
If remittance of the sales tax is made on or
before the twentieth of the month following
the month in which it was collected by the
taxpayer, a discount of two per cent is granted;
if the tax is not paid by this time, the discount
is lost and a ten per cent penalty is charged.
Things had always run smoothly for the client
taxpayer—he had unquestionably received the
two per cent discount—until payment of the
June, 1958 sales tax was made. In July, 1958,
the month in which payment was due, the
twentieth fell on Sunday As a result of a com
bination of circumstances, the client-taxpayer
was later than usual in paying his tax; in fact,
he made payment on Monday, July 21. Sev
eral weeks passed before the taxpayer received
a notice from the State Department of Reve
nues stating that the two per cent discount
had been disallowed and a ten per cent pen
alty had been charged because he had been
delinquent in making payment. Imagine the
staggering effect that this notice had upon the
taxpayer. Before the taxpayer had recovered
to the extent that he had made payment of
the disallowed discount and penalty, the ac
countant entered upon the scene. In a matter
of a few minutes the accountant had explained
to his client why he should abandon his con
sternation. The accountant made clear to his
client the policy of making payment on the
next succeeding business day when the due

vocational potential or college foundation, it
could and should offer essentially the same
coverage as college accounting. There is no
reason why enough “meat” cannot be put in
high school bookkeeping to eliminate it from
the “snap” elective list.
Considering that a college accounting class
is not necessarily homogenous, colleges are
faced with the same problem as high schools.
It is not uncommon to have a college account
ing class composed of students majoring in
engineering, pharmacy, and business—no sepa
rate class for accounting majors alone. Yet,
the colleges attempt to prevent this from
affecting course standards or requirements.
They feel that accounting principles are ac
counting principles for majors and others as
well.
At the present time, the carry-over of a
one-year bookkeeping course in high school
into the beginning college accounting course
is normally about five or six weeks. There
fore, some definite changes would have to be
made before any waiver of the beginning ac
counting course could be possible. Certifica
tion requirements for high school teachers of
bookkeeping would have to be raised; a valid
test for measuring achievement devised; and
college administrators convinced of the validity
of the test and recognizing a satisfactory score
as a waiver of the beginning college account
ing course.
If the high school bookkeeping course can
not be strengthened, there appears to be only
one alternative. It will be the responsibility of
accountants to educate high school counselors
to the fact that bookkeeping has value only
as immediate vocational potential upon gradu
ation. Thus, counselors will advise students
planning a major in accountancy in college
to take some other course—preferably one in
liberal arts. By so doing, the future accounting
student will be accomplishing one of today’s
practicing accountants’ desires—broadening
the liberal arts education.
Another frontier today is concerned with
your relation to your clients. This frontier will
be of interest to only a minority group: those
who handle the accounts of small businesses.
This frontier is in the field of business law.
Business law has long been recognized as
a part of the necessary education of the public
accountant as evidenced by the section in the
CPA examination covering business law. You
all know that courses in business law are not
intended to make attorneys of you, nor does
passage of the CPA law exam indicate that
you are an authority. However, it is supposed
to reveal that you have a working knowledge
of business law. It is in this “working” area
that the frontier exists.
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both sizes of carbon paper. However, in the
overall picture, that is classed as a mere minor
irritation. The real waste of time due to the
difference in the lengths of the forms occurs
because the federal form provides spaces for
thirteen names on the first page while the state
form provides spaces for only twelve names.
This means that separate totals must be pre
pared for the first page, and as a result, for
each succeeding page of the return.
The next inconsistency appears in the setting
of tabulator stops. You find, after completing
the typing of the federal form, that all the
tabulator stops must be reset before begin
ning on the first page of the state form. This
is all contributing to the loss of your time and
your temper, but there is still more to come.
You insert the first continuation sheet for the
state return into the machine, and depress
the tabulator key. Something must be wrong
with the typewriter, because you are not
aligned with the first column. Oh, no, the type
writer is in proper working order. The column
alignment on the continuation sheets varies
from that on the form itself. All of these things
actually happen each time quarterly tax re
turns are filed. And, if it is necessary to file a
return in several states, there is a possibility
that there will be a greater number of vari
ances.
So much progress has been made through
the years in standardizing office forms, that
surely the federal and state agencies involved
will recognize the desirability of standardizing
the quarterly tax returns to the greatest extent
possible. But first, you as accountants, will
have to let it be known that the situation as
it exists today is resulting in waste of time.
In conclusion, may it be stated that it is
very difficult to make a contribution when
offering proposals or predictions to the mem
bers of a profession. For one thing, they are
engaged in the same area as you; and, as a
result, they are quite familiar with the exist
ing problems. Furthermore, an idea is rarely
the property of a single individual. It might
be said that there are frequently several dis
coverers of an idea—discoverers because the
idea was conceived in their own minds even
though at precisely the same time other indi
viduals’ thoughts were harboring the same
idea. There is no question that the presentation
of a well-founded idea will make a contribu
tion. But an old idea, too, can make a contri
bution if it offers a challenge.

date falls on Sunday or a holiday. Immedi
ately, the client-taxpayer wrote the Commis
sioner of Revenues questioning him about the
application of this policy in the payment of
state sales taxes. The Commissioner replied
stating that the taxpayer was absolutely cor
rect in assuming that the payment had been
made within the discount period, and he
thanked the taxpayer for calling the error to
his attention. Thus, a real savings was made
possible to the client by the accountant’s ren
dering a service which is his duty to perform.
• Please understand that the new frontier in
business law is not intended to encroach upon
the legal profession. The accountant’s respon
sibility ends when he has informed the client
of a particular rule of law. Then it is the
attorney’s responsibility to assist the client in
determining his rights or liabilities in a par
ticular situation in which a rule of law is
involved.
The last frontier to be considered requires
an attitude of cooperation between certain
federal and state agencies. If a satisfactory
settlement is to be made of this frontier, how
ever, surely it will be members of the account
ing profession who will have to take the initi
ative. This “New Frontier for the Ac ountant”
exists in the instigation of a movement result
ing in the standardization of forms used in
preparing employers’ quarterly tax returns.
The differences between the state form and
the federal form is greater, of course, in some
cases than it is in others. Nevertheless, it
would probably be astounding if there were
some way to report the number of manpower
hours lost annually because of a lack of form
standardization. Considering the amount of
form designing that accountants have done in
systems work and their ever-present desire to
decrease clerical costs, it is difficult to believe
that they would have tolerated the situation
for the period of time that they have.
A comparison of the form used by one state
with Form 941, the federal form for reporting
employers’ quarterly taxes, may impress upon
you the emergency of this frontier. Assume for
the purposes of this illustration that all the
employees worked in one state and, therefore,
the information on the state form is identical
with that on the federal form. Form 941, as
you know, is legal size whereas this state form
is letter size. If for no other reason, this is
objectionable because it requires the use of
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The 18th Decennial Census of the
United States
By KATHERINE RUSHING PETERSON
Public Information Office
Bureau of the Census
of (1) Congressional authority, (2) need for the
information, and (3) time and money available
for the work.
While the Census is planned and directed
from Census Bureau headquarters at Wash
ington, the work is carried out through a
network of field offices throughout continental
United States and offshore areas. Basic to the
field structure for the 1960 Census are 17 per
manent regional offices. Under these will be
established several hundred district offices.
Working out of the district offices will be
approximately 10,000 crew leaders and 160,000 enumerators.
In addition to the field organization pri
marily concerned with the enumeration work,
strategically located branch processing offices
do much of the preparatory geographic and
mapping work; packaging and shipping of
enumerators’ supplies; receiving and prelimi
nary processing of the report forms before
they come to the main electronic tabulating
center at Washington, and to centers tempo
rarily available elsewhere.
Viewed in its entirety, a census which re
cords billions of facts about millions of people,
seems a job of overwhelming proportions. With
the more than 3½ million square miles to be
covered divided into 250,000 enumeration dis
tricts, and with each district painstakingly
mapped and described in detail, the project
is, so to speak, cut down to feasible size. The
job of bringing up to date the enumeration dis
trict maps is one of the most important prepa
rations for the census; these maps are the
enumerators’ guides to their assigned terri
tories, and are one of the means by which
they avoid duplication and omissions in the
count. In a ten-year period many changes
occur that make new maps necessary for some
areas, and that require revisions in those for
many other areas. The boundaries of political
subdivisions change, cities annex adjoining
territory, and in many localities concentra
tions of population are well settled where there
were neither people nor houses to count ten
years ago.

In April 1960 a complete count of the popu
lation of the United States will be made for
the 18th time in a period of 170 years. The
Census Bureau estimates that as many as 180
million persons will be listed as inhabitants of
the 50 States and the District of Columbia,
another 5 million in offshore areas ranging
from populous Puerto Rico to tiny islands far
away in the Pacific Ocean. The first Census
in 1790 counted 3,929,214 in the then 16
States.
The 18th Decennial Census, covering popu
lation, housing, and agriculture, is the biggest
job ever undertaken by the Census Bureau.
The Bureau’s officials expect that the 1960
project will also be the best to date, in terms
of completeness, speed, and efficiency. The
most modern methods, thoroughly tested, will
be used in taking the census and in rapidly
converting the data collected into usable sta
tistics.
In spite of the background of 17 complete
population censuses since 1790, the approach
of the 1960 Census has hardly been a case of
“It’s that time again; let’s go out and count
all the people.” Years of preparation have pre
ceded the phase of most extensive activity
which will begin on Friday, April 1, 1960,
when some 160 thousand enumerators start
their house-to-house visits. In fact, planning
for a decennial census never stops. Even as one
is being taken, methods and results are being
examined with the aim of improvement in the
next one.
The period between censuses sees new pro
cedures tested, adapted, adopted. As census
time nears, Bureau officials meet with statisti
cal and other groups of users to discuss new
questions that may go on the schedule, old
queries which must be dropped to make way
for the new, modifications to produce infor
mation in line with changing times. In addi
tion, the Census Bureau receives and considers
many individual suggestions for census ques
tions. The final choice as to the content of the
questionnaire rests with the Director of the
Census by delegation from the Secretary of
Commerce, and depends upon primary factors
7

processing the returns, rather than in the char
acter of the data collected.
Scientific sampling, first used in the census
in 1940, will play so important a role in the
1960 Census that without it the field cost of
the census would be much higher. A large
part of the information in the population and
housing inquiries will be obtained on a sample
basis in 1960.
Univac I, the electronic computer first used
in the later months of the 1950 Census tabu
lating period, has in less than ten years been
outmoded and replaced by faster models. Not
only has the Census Bureau installed two of
these new electronic computing systems at its
Washington headquarters; it has arranged for
the use of university facilities in North Caro
lina and Illinois as needed for the peak load
of processing.
Supplementing the new superspeed elec
tronic computers are auxiliary systems known
as FOSDIC (film optical sensing device for
input to computers), and high speed printers.
FOSDIC scans microfilm copies of appropri
ately designed census questionnaires, reads
the marks entered by the enumerators,
and transcribes the information to tape in
the form of magnetic dots, ready for use
in the electronic computer. The FOSDIC
tape is then placed in the electronic computers
for tabulation of the data to new tapes.
FOSDIC probably represents the most revo
lutionary change in Census work since the ad
vent of card punching, because it does away
with card punching for the population and
housing censuses, work which would call for
2,000 card punchers.
The highspeed printer is operated by tape
from the electronic computer system. Statistics
represented by magnetized dots placed upon
a tape in the process of tabulation by the elec
tronic computers, are transferred mechanically
in tabular arrangements to sheets with pre
printed headings and stubs ready to be photo
graphed and reproduced by the offset process.
This printer can turn out 400-600 lines of
copy per minute; it will be one of the most
important factors in the early release dates
expected for 1960 Census reports.
One of the major differences between the
1960 and previous censuses is the two-stage
approach to the enumeration in 1960. First, an
information sheet will be delivered by the Post
Office Department to every household before
April 1, I960, on which will be spaces for
the householder to enter the answers to the
basic census questions. With this opportunity
to assemble in advance the information about
each member of the household, considerable
time should be saved when the enumerator
pays his call. Secondly, as the enumerators

The Hard-to-Find Are a Problem
Through a carefully planned field organiza
tion and mapping system, practically all the
people can be accounted for in orderly fashion.
Not everybody waits snugly at home for the
census taker, however, and in finding the elu
sive and the evasive the Census Bureau needs
all its 170 years’ on-the-job experience, plus
the cooperation of every civic-minded indi
vidual and organization, before a complete
count can be attained.
Effective means have evolved over the years
for reaching most of even the hard-to-find
groups. For instance, hotel and motel keepers
cooperate in putting travelers in touch with
the census taker. The Defense Department
helps in counting members of our armed
forces overseas, wherever they may be. The
State Department helps in counting civilian
citizens who are employed by the United
States Government overseas (most U. S. citi
zens abroad on private business or travel at
census time are enumerated at home), and
families of both armed forces and civilian
government personnel living abroad. The Mari
time Commission helps in the enumeration of
merchant vessel crews.
Among other groups difficult to count are
drifters without fixed address, persons existing
in socially destitute areas, and others to whom
appeals based on civic consciousness are use
less. Many of these persons have no objection
to furnishing the information requested once
contact has been established. Effective enu
meration in these areas is largely dependent
on enumerators with special qualities of forti
tude and ingenuity.

What will be asked?
The 1960 Population Census questions differ
little from those of the 1950 Census in number
and subject. Only three entirely new questions
appear on the list of basic population inquiries
and related subquestions. Where do you work?
How do you get to work?—reflecting the in
creased importance of commuting and the in
terest in the location of day and nighttime
populations. If you go to school, do you attend
a public or private school?
In the Housing Census, inquiries about sev
eral equipment items are new. Among these
are questions on air conditioners, clothes
drvers, method of sewage disposal, and base
ment-shelter. On the other hand, items now
practically universal, such as electric lights
and kitchen sink, are no longer the subject of
inquiry.
New Look in 1960 Census
Innovations in the 1960 Census are in the
methods of gathering the information and
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goods and services likely to be profitable
in given locations.
7. Manufacturers planning new locations
rely on Census figures for information
on the supply and characteristics of the
labor potential in the proposed area.
8. Producers and sellers of consumer items
of every description, of the materials
and equipment required to build and
operate a home, are vitally interested in
the characteristics of the individuals and
households which are or will be their
markets.
9. Some 3½ million individuals without
birth certificates have made direct use
of a transcript of the information they
once furnished the census taker, as proof
of age or citizenship.

make their rounds, they will leave another
form containing additional inquiries at every
fourth household. The householders will be
asked to complete and mail this form to the
local Census office in a postage-free envelope
supplied by the enumerator.
Through the use of time and labor-saving
methods and equipment, the Census Bureau
expects not only a more efficient and complete
census, but one from which many of the de
tailed results may be available as much as a
year earlier than after the 1950 census.
Uses of the Information Gathered
Since the basic function of the Census is
to count the population for the purpose of de
termining representation in Congress, why is
it necessary to inquire about various character
istics of individuals, ranging from month, year,
and place of birth and number of times mar
ried to wars in which men have fought and
about details on living quarters from condition
of the structure and number of rooms to
whether it contains a clothes dryer?
Census facts in all their variety are basic to
planning by both government agencies and
private business. They are necessary not only
to the United States government but to the
more than 100,000 separate governmental units
within the nation; they are familiar working
tools in the research and planning departments
of practically all kinds of business organiza
tions.
Some of the more readily identified uses
made of Census data are:
1. The population count determines the
number of representatives to which each
State is entitled in Congress.
2. Official population figures are the basis
for the distribution of large amounts of
Federal funds to States and of State tax
funds to local communities.
3. Census facts about the population and
housing characteristics of specific areas
are used in planning urban renewal
projects, public housing programs.
4. Welfare and community chest organiza
tions depend on Census facts about the
population characteristics of local areas.
5. Military planning requires current man
power figures; reliable year-to-year esti
mates of persons of military age require
the basic count by age and sex made in
the decennial census.
6. Retail and service businesses, planning
new outlets, examine Census facts about
not only the number of people but also
their characteristics—age, incomes, oc
cupations—to determine the kinds of

What Are Some Changes the 1960 Census
will Show?
The West will have shown the fastest rate
of growth since 1950 among the four major
regions of the country. Estimates for the 19501958 period indicate a rate of 29.7 percent
in the West, or twice the national average of
15.0 percent.
It has been estimated that by 1970 Cali
fornia may overtake New York as the biggest
State in terms of population. The 1960 Census
will measure the exact size of the CaliforniaNew York gap, indicate how soon it is likely
to be closed.
The 1960 Census is expected to confirm esti
mates that the proportion of women in the
population is increasing. Exceeding men for
the first time, and by half a million, in the
1950 census, the excess of females was more
than 1½ million by 1958 estimates.
Surveys indicate that since 1950, women
accounted for about two-thirds of the gain in
the number of workers in the United States.
Will the 1960 Census show increasing num
bers of women joining the labor force, or will
it register a leveling-off in the long-term
trend?
Obvious almost everywhere is the building
up of suburban areas around cities. The 1960
Census will provide the facts on the full ex
tent of differences in rates of growth of the
central cities of standard metropolitan areas
and of the outlying areas.
Certainly the 1960 Census will show the
largest numerical increase for any decade in
the country’s history. By the end of 1958, the
estimated gain for continental United States
since the 1950 Census had been 24½ million,
or 516 million more than in the entire 19401950 period.
(Continued on page 13)
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Casualty and Theft Losses
By CATHRINE EDMONDSON, Attorney
Washington, D.C.

Since casualty and theft losses are of a
serious and unpredictable nature, the principal
reason for allowance of deductions therefor is
to mitigate the effects of such losses. Because
the deduction provisions afford protection in
unfortunate situations, they have been char
acterized as serving the function of insurance
or as a substitute for or supplement to insur
ance.1
In general, in order for casualty losses to
be deductible, under section 165 of the Code,
they must be evidenced by closed transactions,
fixed by identifiable events, bona fide, and
actually sustained during the taxable period
for which allowed.2 This applies to a loss
arising from theft except that such a loss is
allowable only for the taxable year in which
the taxpayer discovers such loss.3 Ordinarily,
to be deductible, losses of these types must
be of characters which permit definite ascer
tainment and measurement in money terms.4*
It is well established that the burden of
proving a casualty or theft loss and the amount
thereof is upon the taxpayer.3 This may be
said to be a corollary to the statements re
peatedly made by the courts that the deduc
tion of losses is a privilege and not a right,
and that deductions are a matter of legisla
tive grace.6
One illustration of the failure of a taxpayer
to carry the burden of proof was the Mc
Morran case, decided in 1939 by the Board
of Tax Appeals.7 In that case it was held the
loss arising from the death of a riding horse
which occurred soon after the horse had swal
lowed a silk hat lining was not deductible be
cause of failure to prove that death was due
to this act, rather than to an illness.
Appraisals are of particular importance to
a taxpayer in ascertaining and proving the
decrease in value of property by reason of a
casualty, and preferably should be made by
one or more experienced and reliable ap
praisers. This may be illustrated by the 1958
Tax Court decision in the Tank case,8 holding
1 See statements of Prof. Melvin I. White, Brooklyn
College, to Subcom. on Fed. Tax Policy, Joint Com
mittee Rept., 11/9/55, pps. 362, 363 and 366.
2 Sec. 2S.15, Mer‘ens Law of Federal Taxation.
3Sec. 165(e), IRC 1954.
4 Sec. 28.50 of Mertens, supra.
5Burnet v. Houston, 5 S. Ct. 413 (1931); Rev. Rul.
57-524, C.B. 1957-1, 141.
6Sec. 28.01, Mertens, supra.
7 B.T.A. Memo. Opp. (1939) Dec. 10,628-E.
8 29 T.C. No. 77 (1958).

that a casualty loss was not deductible for
damage to a new residence allegedly due to
the vertical slippage of a river bank. In that
case the taxpayer did not have an independent
expert investigation made by a disinterested
party to prove the facts. Instead, he relied
primarily on the opinion of his architect that
cracks in the ceilings and walls of the resi
dence were the result of an unusual cause and
not faulty construction. The Court emphasized
that the taxpayer did not prove the proximate
cause of the damage or that he sustained a
loss. Where a taxpayer sustains a deductible
casualty loss, the appraisal fees paid to estab
lish such loss apparently are deductible under
section 212(3) of the 1954 Code as expenses
incurred in determining tax liability.9
One difficult problem throughout the years
has been the interpretation as to what is meant
by the words “other casualty,” following the
words fire, storm and shipwreck. For many
years it was thought that such a deductible
loss must be due to natural causes. However,
court decisions and Revenue Service rulings
have developed the present overall concept
that the term “other casualty” refers to an
identifiable event of a sudden, unexpected, or
unusual nature, and that damage or loss result
ing from progressive deterioration of property
through a steadily operating cause does not
constitute a casualty loss. Application of the
overall concepts and limitations are well illus
trated by Revenue Ruling 69, published in
1953, relating to losses sustained by indi
viduals owning property on the Great Lakes,
and making distinctions between losses directly
resulting from a storm and other losses.10
The 1927 decision in the case of Shearer
v. Anderson” may be said to have been of
particular significance in the development of
the present concept of a casualty loss, par
ticularly with respect to losses resulting from
automobile accidents. In that case, damage
due to an accident attributable to the icy con
dition of a roadway and to the subsequent
freezing of the motor was held deductible as
a casualty loss. In so holding the court com
pared the automobile with a yacht, and an
automobile accident with a shipwreck, and it
seems first established the principle that a
9 Rev. Rul. 58-180, C. B. 1958-1, 154.
10 C.B. 1953-1, 41.
11CCA-2, 16 Fed. (2d) 995 (Acq.); G.C.M. 1802 and I.T.
2363, C.B. VI-1, p. 219.

10

deductible casualty loss does not have to re
sult from natural physical forces.
Under the present concept, damage to an
individual’s automobile by collision or acci
dent usually is deductible if due merely to
faulty driving of the taxpayer or other per
son, but is not considered deductible if due
to willful act or willful negligence of such a
driver. Drunken driving, for example, is a
case of willful negligence.12 However, the
allowable deduction does not extend to ex
penses in taking care of personal injuries, a
payment in settlement of a personal injury
claim resulting from an automobile accident,
or to an amount paid because of liability for
damage to another person’s property.13
Another difficulty in the casualty loss area
relates to such losses resulting from termite
damages. The Service’s position, as announced
on March 13, 1959, is that it will follow cer
tain court decisions14 allowing deductions in
cases where the infestation and subsequent
damage were proved to have occurred in rela
tively short periods of time. However, in other
cases where the termite infestation and dam
ages occur over longer periods of time the
Service will continue to follow other court
decisions.15
With respect to the theft loss deduction pro
vision a principal point is that such a loss re
sults from the unlawful taking and removing
of money or other property with the intent of
depriving the owner of the property. This
principle was involved in the Bonney case,
holding that a claimed theft loss deduction for
spending money and clothing which a taxpayer
gave to his wife over a period of years before
annulment of their marriage was not deduc
tible, in the absence of proof of a criminal
intent to deprive and defraud him of the
property.16

SELLS GOLD MEDAL WINNERS

For the first time in the history of the Elijah Sells
award, the winner of a gold medal was a woman. Step
ping on the toes of tradition, Mrs. Ellin McClarin
Melohn of Mobile, Alabama, received the highest grades
in the Uniform Examination for Certified Public Account
ants at the May examination. She is shown above
accepting the award from Mr. Richa:d H. Grosse, Chair
man of the AICPA Board of Examiners. Mrs. Melohn is
a senior accountant with Robert L. Godwin Associates
in Mobile. Recipient of the same award for the Novem
ber 1958 examination is Mr. Lee N. Abrams (right) of
Chicago, Illinois, an attorney with Mayer, Friedlich,
Spiess, Tierney, Brown & Platt of that city.

12 IRS Pub. No. 155.
13 IRS Pub. No. 155; sec. 28.58, Mertens, supra, Mulhol
land, 16 B.T.A. 1331; Peyton, 10, B.T.A. 1129.
14TIR-142: Buist v. U.S., 164 Fed. Supp. 218; Rosen
berg v. Commissioner, 198 Fed. (2d) 46; and Shop
maker et al v. U.S., 119 Fed. Supp. 705.
15TIR-142; U.S. v. Betty Rogers et al., 120 Fed. (2d)
253; Fay et al v. Helvering, 120 Fed. (2d) 253; and
Dodge et ux v. Commissioner, 25 TC 1022.
16Bonney v. Commissioner, 247 Fed. (2d) 237, cert. den.
355 U.S. 906.
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Embezzlement losses are classified as theft
losses.17 This classification is in accord with a
decision of the Tax Court holding that a tax
payer was entitled to a deduction where a
contractor absconded with part of the down
payment which the taxpayer had made on the
construction of a personal residence.18
However, the mere disappearance of money,
jewelry, or other property, whether mislaid
or lost, or the mere suspicion of theft may not
be the subject of a theft deduction.19 Mis
representation by a real estate broker or
vendor also does not result in a deductible
theft loss.20
17 IRS Pub.
18 Miller, 19
19 Bakewell,
20 IRS Pub.

No.
TC
Jr.,
No.

155.
1046 (Acq.)
23 TC 803.
115; Springer, T.C.M. 1957-232.

Readers
S. MADONNA KABBES, C.P.A.

RECORDS RETENTION—A PRACTICAL
GUIDE by Wm. E. Mitchell, Ellsworth
Publishing Company, 314 Newcastle Road,
Syracuse 4, New York, 1959. 48 pages,
$5.00.
This publication, which appears to be the
first of its kind in the field, aims to give the
reader practical advice concerning the reten
tion and disposition of records. Unnecessary
retention of records is costly from a space
angle, as well as the employee time and filing
equipment costs which are involved.
In establishing a program the author recom
mends making one man responsible, and direct
ing him to make specific recommendations
which management may then accept or reject.
He points out there are only two reasons why
a business has to keep records—(1) in order
to satisfy the operational needs of the depart
ments, and (2) in order to comply with State
and Federal regulations. He recommends a
Records Retention Schedule be worked out in
which each record is listed along with the
length of time it is to be kept.
Suggestions are included on the physical
aspects of the records room, filing equipment,
protection of vital records and methods to be
followed in destroying records.

plete machine installations including the more
complex computers. Some basic instructions
on programming are given.
Student exercises keyed to each chapter are
included, some in the nature of case studies
and others requiring simple programming and
procedure charts.
The material is well organized and the book
should appeal especially to the practitioner,
auditor or student who is anxious to gain a
working knowledge of the functions machines
are performing in accounting systems today.
STATISTICAL SAMPLING FOR AUDITORS
AND ACCOUNTANTS, by Lawrence L.
Vance and John Neter, John Wiley & Sons,
Inc. (New York), 1956.
This book points the way toward greater
objectivity and control in accounting and
auditing procedures. Most auditing is now
done by the use of judgment samples. The
authors describe the uses of probability sam
ples where the risks of error, always present
in any type of sample operation, can be meas
ured and control limits set.
The techniques for these operations are de
scribed. They cover types of risks, operating
characteristic curves, and tables available for
various sampling plans. Single, double, and
multiple sampling plans are discussed with
their relative effects upon sample size and
cost.
(By Dr. Lucille Derrick, Prof. of Economics,
University of Illinois, Chicago, Illinois).

ACCOUNTING SYSTEMS IN MODERN
BUSINESS, by Eldred A. Johnson, Mc
Graw-Hill Book Company, Inc., New York,
1959. 445 pages.
The impact of mechanization and automa
tion on accounting systems in effect today, as
well as those which must be planned for the
future, has been very effectively presented in
this book.
The author devotes the first four chapters to
a review of manual accounting procedures
covering the journals, the ledgers, financial
statements and source documents. From this
introduction he proceeds to a discussion of
the complexity of business organizations being
operated today, the great diversity that exists
in these large industrial organizations and the
need for systems which will provide, in the
most efficient manner, the flow of information
necessary.
The latter half of the book is devoted to a
description of the various kinds of machine
equipment now available. He begins with the
advantages to be gained by using a simple
adding machine and proceeds to more com

CAN ANYTHING BE DONE ABOUT COR
PORATE TAXES? by Edward T. Thomp
son and Chas. E. Silberman, Fortune, Vol.
LIX, No. 5, May, 1959. 121 pages.
This article is one of a series in which the
inequities included in the present income tax
laws are being analyzed and positive sugges
tions offered for reforming the tax base.
It is estimated about $22 billion will be paid
in taxes this year by approximately 500,000
U. S. firms. Of the business firms operating as
corporations about 3,000 will pay roughly twothirds of the entire $22 billion.
While big business seems to accept with a
certain degree of calmness the fact that the
government annually takes more than half of
its profits, economists, Congressmen, and
spokesmen for certain sectors of business have
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offered many criticisms. Such critics charge
managerial decisions are distorted because
business takes the attitude “this-costs-us-only48 cents”; special exemptions penalize certain
industries; allowances for depreciation are un
realistic; double taxation exists since stock
holders are taxed on dividend distributions;
small businesses as a result of the tax in
equities find it very difficult to finance ex
pansion.
While the authors feel no cut in corporate
tax can be justified at this time, they do pro
pose the following reforms:
1. Percentage depletion should be reduced
to allow recovery of original cost only.
2. The existing 14-point credit allowed
Western Hemisphere income should be
rescinded.
3. Tax advantages now enjoyed by life
insurance companies, savings banks, sav
ings and loan associations and coopera
tives should be reduced.
4. Interest received by both corporations
and individuals from presently tax
exempt securities should be added to the
tax base.
The foregoing reforms are estimated to
make about $4 billion more corporate income
subject to tax, resulting in an increase in fed
eral revenue of about $1.8 billion.
GUIDES TO SUCCESSFUL ACCOUNTING
PRACTICE, edited by Bernard B. Isaacson,
CPA. Published by American Institute of
CPA’s, New York 16, New York, 1959.
162 pages.
The material in this compact volume has
been chosen from articles which appeared in
the Practitioners Forum column of the Journal
of Accountancy. When this column first ap
peared in June, 1954 its purpose was defined
as being “to provide a convenient medium for
practitioners to pool, to compare, and to share
the best fruits of their combined experiences.”
The editor has included chapters on prob
lems every practitioner must face in organiz
ing and conducting a practice. Each is full of
helpful suggestions and many contain illus
trations of internal forms which are being used
successfully.
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(Continued from page 9)
And, most pertinent of all information
sought in the 1960 Census, which States will
gain seats in Congress, which will lose? Pro
jections indicate that New York will retain its
lead in representation with 40 seats, but that
California may gain seven seats and follow
a close second with 37. The final population
count for these and other States, which by
law must be available within 8 months after
April 1, 1960, will determine the exact num
ber of Representatives to which each State
will be entitled for the next 10 years.

The Complete Statistical Picture
This article has been confined in general
to the population and housing censuses to be
taken as of April 1, 1960. However, from the
standpoints of the Census Bureau, charged
with the work, and the millions of users who
will benefit from the statistical products of
the 1959-1960 program of census-taking, the
story is far from complete.
The Census of Agriculture and related cen
suses of irrigation and drainage to be taken in
the fall of 1959 are by law a part of the 18th
Decennial Census. Economic censuses, cover
ing retail, wholesale, and selected service
trades, manufactures, and mineral industries
are being conducted by mail in 1959 covering
business done in the year 1958.
Separated by time lags sufficient for the
Census Bureau to work off one peak load be
fore the next is reached, this series of major
inquiries is yet spaced close enough to make
it possible to relate the statistics about the
American people, their homes and farms, to
the figures on their factories and mines, and
their trade and service activities.
INFORMATION GIVEN TO THE CEN
SUS TAKER IS CONFIDENTIAL. ENU
MERATORS ARE SWORN TO SECRECY;
HEAVY PENALTIES ARE PROVIDED
SHOULD THEY VIOLATE THEIR OATH.
INFORMATION OBTAINED IN THE CEN
SUS CAN BE PUBLISHED ONLY IN STA
TISTICAL TOTALS IN WHICH NO INDI
VIDUAL CAN BE IDENTIFIED; CANNOT
BE USED FOR PURPOSES OF TAXATION,
INVESTIGATION, OR REGULATION.

Comment and Idea Exchange
MARY F. HALL, C.P.A.

I AM MONEY AHEAD

on any pertinent, .timely subject which may
be thought-provoking for our readers.
Was there a particular article in the last
issue which was of practical value to you?
Do you have an idea to add to those already
expressed? Do you disagree?
We have little difficulty in expressing our
opinions in discussion groups, but never seem
to have time to sit down and write a complete
annotated treatise on them. For this reason,
contributions are expected to be short and
informal and presented in the give and take
spirit of a true exchange of ideas among mem
bers of a professional group with mutual
problems and interest.
Ideas beget ideas. Can we build our IDEA
EXCHANGE into an incubator of accounting
thought? I think we can.

“I can tell you honestly that I am money
ahead for the thousands of dollars I have spent
on Institute business, in hours of time and
travel expenses.” This is a quotation from an
editorial in the CPA, July-August 1959 issue,
by L. H. Penney, President of the American
Institute of Certified Public Accountants.
Mr. Penny explains that this interesting cir
cumstance has arisen because, under pressure
of necessary time away from his office, he has
done a better job of organizing it—of laying
out principles, procedures and rules so the
place could run more or less indefinitely with
out him.
He further stated, “I also found, when I
analyzed it, that every time I went to a meet
ing, I met a bunch of fellows smarter than
I was and I came back home with new and
valuable ideas—ideas that resulted in more
value in the services rendered, better training
of personnel, more efficiency in office opera
tion . . . .”
One of the biggest problems that plague
leaders in any profession is getting more mem
bers to actively participate in activities of the
professional societies. The usual plea is lack
of time. Mr. Penney’s experience should be
powerful persuasion that no one really lacks
the time—they just haven’t yet figured out
how to organize their time so that they, too,
will be money ahead.

CENTS-LESS ACCOUNTINGSENSELESS?

As an accountant in public practice for sev
eral years, I have seen the technique of centless accounting applied only twice. In both
instances, the system worked well and was
obviously a time and trouble saver. This had
led me to wonder why it is not more widely
used.
From discussions with other accountants,
both in industry and public practice, I have
concluded that the technique is seldom ap
plied, not because it is senseless, but because
its actual application is so little understood.
The well-written “Summary of Cents-less Ac
counting” by Marion E. Davis in the August
issue should be a valuable guide to under
standing this essentially simple accounting
procedure. I invite comments from readers on
their experiences with penny-less accounting
—before or after reading - Marion’s article.
THE EDITOR

LETTERS TO THE EDITOR
Starting with this edition, we will devote a
portion of the IDEA EXCHANGE to letters
to the editor as suggested by former IDEA
EXCHANGE editor, Lucille Perelman. Here,
you are invited to bring your ideas and to
voice your opinions, frankly and informally,
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TAX NEWS

LOUISE A. SALLMANN, C.P.A.
Oakland Chapter

As suddenly as fads are given life so they
die or wither away. Since in the October edi
tion of this publication the label “fad” was
affixed to the Investment Club, it follows that
some attention should be given to the tax
ramifications of changes in membership of a
club or complete dissolution thereof.
Since almost all investment clubs have taken
the shape and form of a partnership, first con
sideration should be given to changes in mem
bership and the resulting effect upon the club.
State laws regarding the effect of changes in
membership do not govern the effect of fed
eral income tax treatment. The Federal Gov
ernment considers a partnership terminated
when no part of the partnership activities
continue. It is also considered as terminated
if within a twelve-month period there is a
sale or exchange of 50% or more of the total
interest in partnership capital and profits. If
some percentage less than 50% is sold and
resold as between a new buyer of this per
centage and a third party within the specified
period of time the partnership would remain
in existence. However, if two parties within
the original partnership structure would sell
outside of the partnership structure, the part
nership would be considered terminated should
this occur within a twelve-month period.
What effect does such a termination of in
terest have upon the individual member? If
the member receives both money and stock
or securities in liquidation of his interest, only
the money he receives is taken into account to
determine his gain. The stock or securities
take as their basis the difference between the
member’s basis of his liquidated interest and
the amount of money he receives on liquida
tion. Had the club been taxed as a corpora
tion rather than a partnership any distribution
of stocks or securities to shareholders would
have to be valued at fair market in order to
determine the gain.
No special returns are required to be filed
by a liquidating investment club which is
taxed as a partnership. Of course the regular
Form 1065 will have to be filed for any tax
able year or portion thereof.
The question may arise in preparing the
Form 1065, currently or finally, as to what
items are considered deductible to an Invest
ment Club. An Investment Club may deduct
any of the items normally classified as busi-

ness or income-producing expenses which are
paid out of its own income in order to con
duct its ordinary course of business. These
items generally would include postage, sta
tionery, telephone, office space, investment
counselling fees, safe deposit rental, etc. State
income and personal property taxes would
also be considered legitimate deductions.
On the other hand State stamp taxes on
transfers (in Florida, New York, South Caro
lina and Texas) are direct costs of selling
stocks, but for Federal Income Tax purposes
may be deducted from ordinary income.
In any event, it occurs to the writer that
in the formation of an Investment Club or
the termination thereof sound tax advice
should be solicited and the cost thereof is
deductible.

DEPRECIATION?
What is depreciation? Per Accounting Re
search Bulletin No. 22 (Special) dated May,
1944, “Depreciation accounting is a system of
accounting which aims to distribute the cost
or other basic value of tangible capital assets,
less salvage (if any), over the estimated useful
life of the unit—in a systematic and rational
manner. It is a process of allocation, not of
valuation.”
No accounting publication appears to be
complete these days without an exposition ad
vocating some form of detour from a simple
write off of actual dollars expended—in an
effort to recognize the shrinking purchasing
power of the dollar.
This is not a pro or con on that score.
This is a plea, in the interest of a common
understanding by all of us of what we are
talking about, to label depreciation as defined
by the major voice of the accounting profes
sion as just that.
Any excess over actual depreciation should
be labeled for what it is—using terminology
that fully and properly discloses the facts. If
that excess is an additional amount calculated
to be necessary to replace the asset—say so.
If the excess is the difference between histori
cal cost and historical cost restated in current
dollars—say so. This simple adherence to a
nicety of terminology will do much to clear
up confusion surrounding the depreciation
issue.
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HOW TO
PREPARE FOR THE CPA EXAMINATION
IAS offers an intensive CPA Coaching Course which has produced
outstanding results. It is available only to competent accountants
qualified through training and experience to prepare for the
CPA examination. No attempt is made to teach general accounting;
the entire course is pointed directly at the CPA examination.

The need for special
coaching has been well
established by innumerable
experienced accountants
who have floundered
in the examination room.
They knew how to make
audits but they didn’t know
(1) how to analyze
problems for the
purpose of deciding
quickly the exact
requirements.

(2) how to solve
problems quickly,
(3) how to construct
definitions acceptable
to the examiners,
or
(4) how to decide
quickly on proper
terminology.

• The IAS-CPA Coaching Course has been designed for busy
accountants. The home-study method of tutoring is ideally
suited to CPA examination preparation. Maximum use can be
made of every available hour.

• The text material consists of 20 substantial loose-leaf
assignments totaling more than 800 pages. It includes hun
dreds of CPA examination problems and questions, with
solutions supplemented by elaborate explanations and com
ments, working sheets, side calculations, and discussions of
authoritative opinions.
• Written examinations at the end of each assignment re
quire solutions to problems of CPA examination calibre.
These are sent to the school where the grading, including
personal comments and suggestions, is done by members of
the IAS Faculty, all of whom are CPAs. Supplementary
review material is furnished to those who want to "brush up’’
on specific accounting subjects, at no additional cost.
The IAS booklet, "How to Prepare
for the C.P.A. Examination" is avail

able free upon request. Address your
card or letter to the Secretary, IAS . . .
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